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Child (ren) 

The following Child Critical Illness rates are expressed per $5,000 of benefit. This is a flat rate for all children 
and is effective from January 1, 2020 to December 31, 2020.  
 
Child Rate $2.30 

 
Calculating your Child Optional CI Premiums: 
Estimated Annual Premium = (Volume of Insurance x Rate ÷ 5,000) x 12 
 
Example: You have elected for $10,000 of Optional Child CI coverage. 
 
Annual Premiums = ($10,000 x [$2.30] ÷ $5,000) x 12   =  $55 per year 
 

 
 
Note:  The cost of this benefit will automatically be calculated for you on Sun Life’s plan member enrolment 

site and you are not required to calculate your own benefit costs. The annual premium amount 
noted above is rounded to the nearest dollar. Actual premiums are rounded to the nearest penny. 
This calculation is for illustration purposes only. 

  



 
CoreFlex Plan Benefits 

 
 

 
CoreFlex Plan Benefit Details Page 29 

CHOICES FOR UNUSED FLEX CREDITS 

If you’ve selected the benefits you want and still have flex credits left over, you have two choices:  

• Direct the excess flex dollars to your Health Spending Account (HSA);  

• Direct the excess flex dollars to your Registered Retirement Savings Account (RRSP) with Great-
West Life Policy #63987 (if applicable)  

You can allocate all excess credits to one option or a percentage to both options.  

Before finalizing your selections, double-check to make sure you have all of the benefits coverage you 
need.  Once you’ve made your benefit choices, you’re locked in until next year’s enrolment unless you 
experience a life event change (see page 6 for more detail). 

HEALTH SPENDING ACCOUNT (HSA) 

The Health Spending Account is an easy way to pay for health and dental expenses that would otherwise 
come out of your pocket.  It is most effective if you use it in coordination with your other flex coverage and/or 
any coverage your spouse may have.  Think of it as part of your Health and Dental plans, not just a place 
for leftover credits. 
 
The Health Spending Account operates like a bank account for benefits.  You deposit credits into it when 
you enroll and then use the account, as you need it, to cover health and dental expenses until the next 
annual re-enrolment. The money in the form of credits that you allocate into a HSA is a non-taxable benefit 
to you. 
 
Examples of expenses that could be covered under the Health Spending Account include: 

• Deductibles and co-insurance (costs shared by you and the Company) 

• Prescription drugs 

• Eyeglasses, contact lenses, laser eye surgery 

• Paramedical services (e.g. chiropractic and physiotherapy) 
 
The Income Tax Act governs the type of expenses that can be claimed under the Health Spending Account.  
 
For more information on HSA eligible expenses, please visit CRA’s website:  
http://www.cra-arc.gc.ca/tx/tchncl/ncmtx/fls/s1/f1/s1-f1-c1-eng.html#N10377  
  

http://www.cra-arc.gc.ca/tx/tchncl/ncmtx/fls/s1/f1/s1-f1-c1-eng.html#N10377
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BALANCE CARRY FORWARD 

At the start of each calendar year, you will have access to the annual dollar amount that you allocated 
towards your HSA.  If you do not use all of your HSA credits in the year that you allocate them to the 
account, you have until the end of the following year to use them. This is a Balance Carry Forward Health 
Spending Account program.  
 
Example: 
Your plan year runs January 1 to December 31.  
 
Your Health Spending Account (HSA) balance is $500 as of January 1. During the first plan year, you have 
$300 of qualifying health and dental expenses that were reimbursed to you through your HSA. As of 
December 31, there is a $200 balance left in your HSA. You can carry forward that $200 balance for the 
next plan year. If you do not use that $200 by the end of the following plan year, the money will be forfeited.  
 

If you have any unused 2018 HSA credits, these funds will be forfeited at the end of the 2019 calendar year. You 
have until the end of the proof of claim period (one year from the claim service date) to submit your claim for 
reimbursement. Please note that claims incurred in the 2019 calendar year cannot be reimbursed with 2020 HSA 
credits. 

 
Before you direct credits into a HSA, consider the following:  
 
Review the coverage offered under both the health and dental plan options you selected in the flex plan. 
Identify coverage areas where you may have out-of-pocket costs.  

• How much should you contribute to the Health Spending Account? Before making your elections 
you should estimate your out-of-pocket costs for health and dental in the upcoming year, because 
any contributions you make during this year and do not use by the end of the following year are 
forfeited (see the balance carry forward description).  

• Under an HSA, an eligible dependent includes anyone for whom you are entitled to claim a “medical 
expense tax credit” under the Income Tax Act (Canada).  For example, you may be eligible to make 
claims under the Health Spending Account for grandchildren, parents and/or siblings, depending 
on your circumstances.  

• There is no Health Spending Account (HSA) contribution limit, meaning that you can allocate all of 
your excess flex credits into this account.  
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REGISTERED RETIREMENT SAVINGS PLAN (RRSP) 

For eligible employees, your retirement program with Corix is a group Registered Retirement Savings Plan 
(RRSP) offered through Great-West Life. Please refer to your RRSP booklet for a detailed description of 
this benefit.  
 
Applying your excess flex credits towards your RRSP is optional. If you prefer, excess flex credits can be 
allocated towards a Health Spending Account. If you do not make a selection, your flex credits will 
automatically be allocated towards the HSA, which is the default option.  
 
If you opt to allocate all or a percentage of your excess flex credits towards your RRSP account, Corix will 
deposit the amount you allocated directly into your Corix Group RRSP account with Great-West Life. The 
amount will be pro-rated on a monthly basis. 
 
Before you direct credits into your RRSP, consider the following: 
 

• Review your RRSP contribution room for the corresponding tax year 

• Estimate your out-of-pocket costs for health care and dental in the upcoming year. It is more 
beneficial for you to pay for these health expenses through a Health Spending Account (HSA) with 
non-taxable flex credits than with after-tax dollars. 
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PRIOR AUTHORIZATION 

Effective October 1, 2015, Corix implemented Prior Authorization to the drug plan. This requires that certain, 
but not all, drugs used to treat the following conditions be pre-approved by Sun Life based on medical 
criteria before they are eligible for reimbursement: 
 

● Asthma      ● Muscle-nerve disorder    
● Cancer (drugs administered orally)  ● Osteoporosis 
● Hepatitis     ● Pulmonary arterial hypertension 
● Lupus      ● Rare diseases 
● Multiple sclerosis 

 
A category of drugs called biologics also needs prior authorization. Biologics are used to treat conditions 
such as: 

● Rheumatoid arthritis    ● Ankylosing spondylitis 
● Crohn’s disease     ● Plaque psoriasis 
● Psoriatic arthritis 

 
The categories of drugs that require prior authorization are determined based on evaluation of the prescription 
drugs’ safety, cost and efficacy. Within the prior authorization categories, some have preferred drugs based on 
cost-effectiveness evaluations. Preferred drugs are those that maximize outcomes at the most reasonable cost. 
 
You can find a list of the drugs and forms by going to mysunlife.ca/priorauthorization. You will need to enter 
Corix’s contract number 100125 to view the list. 
 

PREFERRED PHARMACY NETWORK (PPN) 

The Sun Life Preferred Pharmacy Network (PPN) is a broad network of participating pharmacies that aims 
to provide reduced claim costs for employees buying “specialty drugs” when using the Sun Life Pay-Direct 
Drug card. 
 
Specialty drugs are those drugs that require Prior Authorization before the plan member can receive 
reimbursement for them. Simply present your Pay-Direct Drug card at any participating pharmacy and the 
pharmacy mark-up cost will be automatically reduced.  
 
For a listing of participating pharmacies, go to https://www.sunlifepharmacynetwork.ca/network-pharmacies 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

https://www.sunlifepharmacynetwork.ca/network-pharmacies
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SALARY CHANGES 

The volume of coverage for earnings based benefits such as Life Insurance, Accidental Death and 
Dismemberment (AD&D), and Long Term Disability are subject to change as changes occur to your annual 
salary throughout the year. The volume of insurance coverage you are eligible for will increase as your 
salary increases. Premiums will also increase to reflect the additional insurance coverage.  
 
As Long Term Disability is an employee paid benefit, you will see an adjustment to the amount of premium 
deducted from your pay following updates to your salary in equal installments per pay period. 
 
For Life Insurance and Accidental Death and Dismemberment (AD&D), these benefits are selected during 
open enrolment and are eligible to be paid for with flex credits. During the open enrolment period, you will 
make your benefit selections for the upcoming calendar year. If you have left over flex credits, you have 
three options, which include assigning the left over credits into a Health Spending Account, assigning the 
credits to your RRSP, or a combination of both. How salary changes will impact you depends on which 
option you selected for your left over flex credits.  
 
Outlined below is an overview of how additional premiums are paid for as a result of increases to your 
annual salary throughout the year: 
 
Assigned all excess flex credits to a Health Spending Account: 
Any additional premiums will be deducted from your pay in equal installments per pay period. Your HSA 
credits will remain unchanged. 
 
Assigned excess flex credits to an RRSP and HSA: 
Any additional premiums will be deducted from your RRSP allocation. If you do not have enough RRSP 
credits to cover the cost of the additional premiums, the excess amount will be deducted from your pay in 
equal installments per pay period.  Your HSA credits will remain unchanged. 
 
Assigned all excess flex credits to an RRSP: 
Any additional premiums will be deducted from your RRSP allocation. If you do not have enough RRSP 
credits to cover the cost of the additional premiums, the excess amount will be deducted from your pay in 
equal installments per pay period.  
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HOW TO ENROL ONLINE 

STEP 1: OBTAIN YOUR ACCESS ID 
During your new hire open enrolment period, please call Sun Life to obtain your Access ID. 
You will need your plan and member number, which is included on your New Hire Benefits memo. 
 
Once you have an Access ID and password, visit my Sun Life (www.mysunlife.ca) and enter your Access 
ID and password. 

 

Under the heading my health 
and well-being, click on the 
[Enrolment] link to take you to 
the Welcome to Group Benefits 
Enrolment page 

  

 

Select [Enrol in your group 
benefits plan] 

 
You will be asked to authorize Sun Life Financial to use your information to administer your plan. You must 
select [I agree] in order to continue.   
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STEP 2 - CONFIRM YOUR PERSONAL INFORMATION 

You should review your personal information and your family information to ensure it’s correct. You can 
update your address and dependent information directly online. You can view your salary information and 
date of birth, but you won’t be able to edit this information. Please contact your Compensation and Benefits 
Coordinator if your salary or birth date is incorrect. (This will not prevent you from continuing with the 
enrolment process.) 
 

 

Tip: In the event a Life 
insurance benefit became 
payable, it would be paid 
to a designated 
beneficiary.  
 
If you do not name a 
beneficiary, your Life 
insurance would be paid to 
your estate. To name a 
beneficiary, or update your 
existing nomination for 
your Life and Accidental 
Death benefits, see Step 3 
– Review your Coverage 
Summary. 

 
Select [continue] to go to Dependent Information or to Step 2. 
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STEP 3 - MAKE YOUR BENEFIT SELECTIONS 

At the top of the page, you'll see the flex credits available to you under the title, Your Flexible Benefit Credits 
are. These are the total flex credits available for you to spend. From here, you should select the level of 
coverage you want for each benefit. If you need more information, select any underlined word to bring up 
a benefit description and any limitations that may apply. A monthly and annual cost will appear beside each 
benefit choice you select. You will pay the cost with either your flex credits or payroll deduction. 
 
When you've made your choices select [calculate costs now]. 
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Check that all your entries are correct and select [continue] at the bottom of the page. 
 
After you have completed the Select Benefits process, any unused flex credits will be shown in red type. 
You can allocate these unused flex credits to the options shown under Your Flexible Benefit Credits 
Allocations by entering the amounts in the available boxes then selecting [recalculate flex balances]. 
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HOW TO SUBMIT A CLAIM 

YOUR PLAN ALLOWS YOU TO SUBMIT AN ONLINE CLAIM. FOLLOW THESE 5 SIMPLE STEPS TO SUBMIT YOUR CLAIM. 

STEP 1 – CLICK ON “SUBMIT A CLAIM” ON YOUR HOME PAGE. 

 

STEP 2 – CHOOSE THE TYPE OF EXPENSE YOU WANT TO CLAIM AND CHECK YOUR INFORMATION. 

• Provide your bank information for direct deposit.  
• Check your information. Once your claim is processed, your claim payment will be deposited into 

your account and an-email will be sent to you. 
• To update the information click update, otherwise click continue. 

 
 STEP 3 – COORDINATION OF BENEFITS. 
 

• Be sure to click on yes, if you are coordinating the claim with another benefit plan. 
• Be sure to click on yes, if you want to submit a H.S.A claim for any unpaid balance on your claim. 

 

  

STEP 4 – PROVIDE YOUR PROVIDER INFORMATION. 
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STEP 5– ENTER CLAIM DETAILS.  

 

Claim Period 

Some expenses cannot be claimed online; instead, you must complete the claim form and mail it to Sun 
Life.  

The claim period for medical and dental expenses is one year after the date you incur the expense, or 90 
days after the end of your coverage, whichever is earlier.  

The claim period for your Health Spending Account is one year after the date you incur the expense, or 90 
days after the end of your Health Spending Account coverage, whichever is earlier.  

WHERE CAN I FIND ADDITIONAL FLEX PLAN INFORMATION? 

Please visit the Health and Dental Benefits page on Corix Connections. 

QUESTIONS 

Do you still have questions about your flex benefits plan?   

Send us an email with your flex benefit questions (flexbenefits@corix.com) or contact your Compensation 
and Benefits Coordinator. 
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This guide describes the principal features of the group benefit plan sponsored by Corix, but the Group Policy No. 100125 and No. 
101525 issued by Sun Life Financial is the governing document.  If there are variations between the information in this summary and 
the provisions of the policy, the policy will prevail. 
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Robert Guttormsen 

6. Refer to Water Service Kentucky’s response to the Attorney General’s First Request, 

Item 1(d), wherein Water Service Kentucky was asked to provide an organizational chart 

of Corix Regulated Utilities, Inc., but none was provided. 

a. Explain why Water Service Kentucky would not have an organizational chart of 

Corix Regulated Utilities. 

b. Provide the salary of each of the Corix Regulated Utilities’ employees, as well as 

the salary increases provided from 2015 – present day.  

c. Provide a detailed explanation of the insurance benefits provided to Corix 

Regulated Utilities’ employees including but not limited to health, dental, vision, 

life insurance, etc. Ensure to include all premiums paid by the Corix Regulated 

Utilities’ employees, premiums paid by Corix Regulated Utilities on the 

employees’ behalf, as well as all copays, deductibles, and maximum out of pocket 

amounts.  

RESPONSE: 

a. The Company has recently migrated human resource systems and organizational 

charts are currently under development. 

b. WSCK is not requesting recovery of salaries expense for every employee of Corix 

Regulated Utilities, Inc. and thus objects to this request. Payroll and benefits that 

have been included in WSCK’s revenue requirement have been provided in 

response to Staff’s First Request for Information, Item 3 as well as within this set 

of discovery requests; 
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c. Please refer to the benefits guide provided in response to part h. of AG data 

request 2.02 above. 

WITNESS: 

Robert Guttormsen 
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7. Refer to Water Service Kentucky’s response to the Attorney General’s First Request, 

Item 2.   

a. Provide the total amount of direct charges made from WSC to Water Service 

Kentucky in the test year. 

b. Provide the total amount of allocated charges made from WSC to Water Service 

Kentucky.  

c. Provide the total amount of direct charges made from the Midwest Regional Cost 

Center to Water Service Kentucky in the test year. 

d. Provide the total amount of allocated charges made from the Midwest Regional 

Cost Center to Water Service Kentucky in the test year. 

e. Provide the allocation factor utilized by Midwest Regional Cost Center to Water 

Service Kentucky. 

f. Explain in full detail what the Midwest Regional Cost Center is, and what 

function(s) it provides for Water Service Kentucky. Ensure to explain whether the 

Midwest Regional Cost Center is in any way affiliated with Water Service 

Kentucky. 

g. Provide the total amount of direct charges made from the Midwest-MidAtlantic 

Vice President Cost Center to Water Service Kentucky in the test year. 

h. Provide the total amount of allocated charges made from the Midwest-

MidAtlantic Vice President Cost Center to Water Service Kentucky in the test 

year. 
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i. Provide the allocation factor utilized by Midwest-MidAtlantic Vice President 

Cost Center to Water Service Kentucky. 

j. Explain in full detail what the Midwest-MidAtlantic Vice President Cost Center 

is, and what function(s) it provides for Water Service Kentucky. Ensure to explain 

whether Midwest-MidAtlantic Vice President Cost Center is in any way affiliated 

with Water Service Kentucky.  

RESPONSE: 

a. There are no direct charges from WSC to Water Service Corporations. 

b. Please refer to the column labeled “WSC”, included in response to AG DR 1.02. 

c. There are no direct charges from the regional cost cent to Water Service 

Corporation of Kentucky the costs are allocated. 

d. Please refer to column labeled “Regional”.  Included in response to AG DR 1.02 

e. Please refer to the enclosed file, “Response to AG DR 2.07 – Allocation Factors”. 

f. Midwest Regional Cost Center is a shell company that holds costs directly 

benefited by a group of operating companies in the Midwest geographical region.  

These costs are allocated to each of the operating companies based on their ERC 

weight as a proportion to the entire group.  Included in the Midwest Region are 

operating companies from Illinois, Indiana, and Kentucky.  Majority of the 

functions of the Midwest Regional Cost Center  includes operations management, 

project management, and administrative functions. 
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g. Please refer to the enclosed file, “Response to AG DR 2.07 – Allocation Factors”.  

The line item label “Regional” Display the ERC factor used to allocate these 

group costs from the cost center to Water Service of Kentucky. 

h. Please refer to column labeled “RVP”.  Included in response to AG DR 1.02. 

i. Please refer to the enclosed file, “Response to AG DR 2.07 – Allocation Factors”.  

The line item label “RVP” Display the ERC factor used to allocate these group 

costs from the cost center to Water Service of Kentucky. 

j. The Midwest-MidAtlantic Vice President cost center is a shell company that 

house costs by directly benefited by operating in Midwest and MidAtlantic 

geographical regions.  These costs are allocated to each of the operating 

companies with in the two regions based on the ERC weights.  Included in the 

Midwest-MidAtlantic regions are operation companies in Illinois, Indiana, 

Kentucky, Maryland, Virginia, Pennsylvania, and New Jersey.  Cost included in 

this cost center are not incurred at any other cost center and benefit each of the 

companies included. The Midwest-MidAtlantic Vice President cost center 

includes Finance, Leadership Operations, and administrative functions. 

 

WITNESS:  

Perry Brown, Senior Financial Analyst 
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8. Refer to Water Service Kentucky’s response to the Attorney General’s First Request, 

Item 3.  

a. Confirm or deny that in prior Water Service Kentucky rate cases the Commission 

has denied all recovery of Project Phoenix and JD Edwards costs. Explain the 

answer in full. 

b. Based upon prior denials, explain why Water Service Kentucky is requesting to 

include $8,046 in depreciation expense for Project Phoenix.  

c. Provide the total monetary amount that Water Service Kentucky is requesting to 

include for JD Edwards costs.  

d. Explain in full detail whether Water Service Kentucky has recouped any 

monetary amounts related to Project Phoenix in prior rate cases. If so, list the 

amount(s) recovered and the corresponding rate case in which it was allowed.  

e. Explain in full detail whether Water Service Kentucky has recouped any 

monetary amounts related to JD Edwards in prior rate cases. If so, list the 

amount(s) recovered and the corresponding rate case in which it was allowed.  

RESPONSE: 

a. The Commission has not previously allowed expenses related to Project Phoenix 

and JD Edwards to be recovered in rates. 

b. WSCK adhered to the Commission’s order in Case No. 2018-00208, in which the 

Commission determined that computer expenses should be depreciated over 22.5 

years. Project Phoenix is in service in the test year and continues to provide 
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benefits WSCK’s customers.  Accordingly, WSCK believes that it is appropriate 

to include depreciation expense for Project Phoenix. 

c. The incremental revenue impact for Project Phoenix JDE is $28,618. 

d. Water Service Corporation of Kentucky has not recovered any cost related to the 

system known as Project Phoenix, which the Commission, , the AG and the 

Customers historically and currently rely upon, from its rate payers. 

e. Water Service Corporation of Kentucky has not recovered any cost related JDE 

from its rate payers. 

WITNESS:   

Perry Brown, Senior Financial Analyst 
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9. Refer to Water Service Kentucky’s response to the Attorney General’s First Request, 

Item 4. The response is nonresponsive. As originally requested provide a simplified list 

that specifies all proposed pro forma adjustments, along with the amount of each pro 

forma adjustment, and a brief description of each adjustment. 

RESPONSE:   

Please see the attached file, “Response to AG DR 2.09 - Pro Forma Adjustments”. 

WITNESS:  

Perry Brown, Senior Financial Analyst 
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10. Refer to Water Service Kentucky’s response to the Attorney General’s First Request, 

Item 6. 

a. Water Service Kentucky states that it has a local office in Clinton where 

customers may come in or call with concerns or questions.  

i. Are there Water Service Kentucky customer service representatives based 

at this office? If not, who can assist customers at this location? 

ii. Explain in detail whether customers are generally aware that this local 

office can handle customer service issues. 

b. Water Service Kentucky states that it has a local office in Middlesboro where 

customers may come in or call with concerns or questions.  

i. Are there Water Service Kentucky customer service representatives based 

at this office? If not, who can assist customers at this location? 

ii. Explain in detail whether customers are generally aware that this local 

office can handle customer service issues. 

RESPONSE:  

a.  

i. There are no customer service representatives at this location.  When 

local staff are at this office, they will assist customers, or refer them to 

one of the customer service contact centers, as needed.   

ii. It is believed that due to the small population and size of Clinton, and 

the length of time that the water company has occupied this location, 

that it would be generally known, that this office exists.   
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b.  

iii. There are no customer service representatives at this location.  When 

local staff are at this office, they will assist customers, or refer them to 

one of the customer service contact centers, as needed.   

iv. WSCK is not unaware of the degree that the customers as a whole, are 

aware that this local office can handle certain service issues.   

 

WITNESS: 

Stephen Vaughn 
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11. Refer to the customer complaints in the pending rate case. Besides opposition to the rate 

increase in general, a large percentage of the complaints filed by Water Service Kentucky 

customers in this case state that it is nearly impossible to speak with a customer service 

representative at the toll-free telephone number provided. The complaints further state 

that the hold time to reach a customer service representative can be 30 minutes or longer, 

and that the telephone system frequently disconnects customers.  

a. Provide a detailed response to these complaints. 

b. After reviewing the large number of customer complaints in the pending rate case, 

provide any and all proposals that Water Service Kentucky has to address the 

issues raised by its customers.  

RESPONSE: 

a. WSCK assumes that the AG is referring to the “public comments” filed in the 

pending rate case. There have been no customer contacts that were logged about 

customers reporting long hold times or disconnected phone lines.  According to 

the Company’s records, the average wait time before a call was answered was 63 

seconds in 2019 and 41 seconds in 2018. 

b. The Company endeavors to provide an exceptional level of customer service and 

wishes to rectify all instances of issues customers are experiencing. WSCK 

encourages customers to call customer service in order to log a complaint so that 

the Company can address each individual’s needs. 

WITNESS: 

Rob Guttormsen 
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12. Refer to Water Service Kentucky’s response to the Attorney General’s First Request, 

Item 8. 

a. Explain in detail why Water Service Kentucky uses equivalent residential 

customers instead of using the actual number of customers.  

b. Provide the number of actual industrial customers that Water Service Kentucky 

provides service to in Middlesboro and Clinton, broken down by each city. 

c. Provide the number of actual commercial customers that Water Service Kentucky 

provides service to in Middlesboro and Clinton, broken down by each city. 

RESPONSE: 

a. WSCK uses equivalent residential customers and actual customer counts for 

various reasons – there is no implied preclusion of use in our choice to first note 

equivalent residential customer counts instead of actual customer counts.  

Equivalent residential connections does provide some information regarding the 

differences in demands that customers are able to place on the system, through the 

use of meter multipliers. 

b. There are 13 industrial customers in Middlesboro and 0 in Clinton. 

c. There are 610 commercial customers in Middlesboro and 70 in Clinton. 

 

WITNESS:  

Andy Dickson, Senior Financial Analyst 
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13. Refer to Water Service Kentucky’s response to the Attorney General’s First Request, 

Item 9(b). As originally requested, identify the type of pipeline/mains and the total 

number of miles of pipeline/mains that Water Service Kentucky has been replaced in the 

past five years. 

RESPONSE:  In the past 5 years, 1470 feet of cast iron mains have been replaced.  These 

were replaced with HDPE pipe, via directional bore. 

WITNESS:   

Stephen Vaughn 
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14. Refer to Water Service Kentucky’s response to the Attorney General’s First Request, 

Item 9(c). 

a. Water Service Kentucky asserts that it plans to replace approximately 1 mile of 

pipeline every calendar year under the proposed Qualified Infrastructure Program 

(QIP).  

i. If only one mile of pipeline will be replaced annually, explain in detail 

why those costs not be placed into base rates instead of creating the 

separate QIP. 

ii. If the Commission approves the QIP, explain if Water Service Kentucky is 

planning to work on pipelines in the city of Middlesboro or Clinton first.  

b. Explain in detail whether Water Service Kentucky currently replaces 

pipeline/mains in its system even though it does not have a QIP. If so, provide the 

number of miles of pipeline/mains that Water Service Kentucky replaces per year.  

c. Water Service Kentucky states that the “large majority” of pipe to be replaced is 

cast iron. Identify what other types of pipeline/mains Water Service Kentucky 

will be replacing under the QIP, if approved. 

d. Identify all types of pipeline/mains that Water Service Kentucky has in its system, 

and include the age of the pipeline, and the estimated lifespan of each type of 

pipeline. 

e. Identify what type of pipeline Water Service Kentucky will use to replace the cast 

iron pipes.   
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f. Provide the total estimated annual cost of the proposed Qualified Infrastructure 

Program. 

g. Provide the estimated monthly QIP surcharge that each customer will have to pay 

Water Service Kentucky if approved by the Commission.  

h. If the QIP is approved, will Water Service Kentucky use its own employees to 

replace the pipeline, or use contract labor? If contract labor will be used, explain 

how the contractor will be chosen. 

RESPONSE: 

a. See below: 

i. A QIP mechanism will enable WSCK to limit the frequency with which it 

must file general rate cases, which impose costs on our customers that 

they would not otherwise experience.  Should our proposed QIP be 

approved, there will still be main replacement costs recovered in base 

rates, but they will have a much smaller role in our determinations of 

timing and frequency of changes we must make to base rates to ensure a 

fair return.  Please refer to witness Guttormsen’s testimony (Q47). 

ii. The Company will work on pipe replacements in Clinton first, with 

prioritized work as identified in AG set 1-9c. 

b. Please refer to WSCK’s attachment to AG DR 2-14, where we have added the 

type and calculated the miles of pipe replacements since 2010 provided in 

response to Staff DR1-36.  As can be seen in the attachment, WSCK does indeed 

replace pipelines/mains in its system, despite no existing QIP. 
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c. Ductile Iron, PVC, and steel piping are other main types of piping in the systems.   

 

d.  

                    Clinton 

Copper 199.04 Feet Unknown 

Cast Iron 31020.14 Feet Unknown 

PVC 53289.65 Feet Unknown 

Steel 162.88 Feet Unknown 

 

                 Middlesboro 

Cast Iron 129893.15 Feet Unknown 

Copper 18966.45 Feet Unknown 

Ductile Iron 16756.09 Feet Unknown 

HDPE 1017.77 Feet 0-8 Years 

PVC 109321.96 Feet Unknown 

Unknown 322590.00 Feet Unknown 

 

Given the age of each of these systems, the majority of the cast iron mains were 

placed into service in the late 1800’s.  Also, the unknown main type for 

Middlesboro is believed to be cast iron, due to the systems age.  WSC is updating 

its GIS system daily, with the updated information.   

WSC is not aware of any study or article that definitively identifies expected 

service life on water mains.  An EPA document on deteriorating buried 

infrastructure suggests 100 years for cast iron pipe, 50 years for PVC pipe, and 50 

years for HDPE.  It however goes on to say that “The rate of deterioration of a 

water system is not a function of material age but rather the cumulative effect of 

the external forces acting on it.”  WSC asserts that it will use the EPA’s suggested 

lifespan. 
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e. The type of replacement piping will depend on engineering requirements.  

Typically, HDPE has been used when open trenching could be avoided.  

Otherwise, depending on soil type, either PVC of ductile would be used.   

f. WSCK has not estimated the costs of a QIP-surcharge proceeding.  Costs may 

vary greatly depending on the specific mechanism that is approved in this case 

and the scope, complexity, and duration of that proceeding. 

g. WSCK has not estimated a monthly QIP surcharge.  The surcharge will depend on 

the specific mechanism that is approved in this case, as well as the costs of the 

specific infrastructure that is to be replaced. 

h. For smaller projects, WSCK will use its staff to replace mains.  For larger, long 

term projects, WSCK will use contractors.  WSCK maintain certain equipment 

needed to replace water mains, but the larger projects may require machinery, not 

currently owned. 

WITNESS:  

Andy Dickson, Senior Financial Analyst; Stephen Vaughn, State Operations Manager  
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15. Refer to Water Service Kentucky’s responses to the Attorney General’s First Request, 

Items 13(a) and (b), wherein Water Service Kentucky asserted that it never refused to pay 

for an allocation from either WSC or Corix in 2019 or 2020.  

a. Water Service Kentucky has stated that its State Manager reviews the allocated 

expenses and determines whether any allocation is not reasonable, and therefore 

should not be paid. Does Water Service Kentucky have anyone else to review the  

millions of dollars of allocated expenses, or is the responsibility exclusively in the 

Kentucky State Manager’s position? 

b. Explain whether Water Service Kentucky ever refused to pay for an allocation 

from WSC in 2015, 2016, 2017, or 2018, and if so, provide a detailed list of all 

allocations that Water Service Kentucky refused to pay to WSC. 

c. Explain whether Water Service Kentucky ever refused to pay for an allocation 

from Corix (or its predecessor) in 2015, 2016, 2017, or 2018, and if so, provide a 

detailed list of all allocations that Water Service Kentucky refused to pay to Corix 

(or its predecessor).  

RESPONSE: 

a. The final input on allocations is given by the state manager, Stephen Vaughn, as 

the individual with the most intimate relationship with the needs of our Kentucky 

systems.  The allocations are prepared for his review by members of the finance 

team, so abnormal instances do come to the attention of others.  However, the 

appropriateness of expenses is ultimately assessed by Stephen Vaughn. 
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b. No.  Explanations provided by WSC have been sufficient in rationalizing charges 

allocated to Water Service Kentucky. 

c. WSCKY has not refused to pay an allocation from Corix.  Explanations provided 

by Corix have been sufficient in rationalizing charges allocated to Water Service 

Kentucky. 

WITNESS:  

Stephen Vaughn, State Operations Manager 
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16. Refer to Water Service Kentucky’s response to the Attorney General’s First Request, 

Item 14. This answer is nonresponsive. As originally requested, provide a detailed 

breakdown of the $118,000 expense associated with new services and costs that are 

included in this rate case, but not previously approved by the Commission.  

RESPONSE: 

Please refer to the attached file entitled “Response to AG DR 2.16 - WSCK Pro Forma CAM 

Cost Adjustment TTM - 2020.03.31 (Service Types Ref)” which contains service types and 

references to the 2020 CAM manual where descriptions for various service types are located. 

WITNESS: 

Rob Guttormsen 
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17. Refer to Water Service Kentucky’s response to the Attorney General’s First Request, 

Item 15(a)(i). Confirm that based on Commission precedent, including prior Water 

Service Kentucky rate cases, proposing adjustments to post-test year items does not meet 

the ratemaking criteria of being, known, and measurable, and therefore, should be 

disallowed.  

RESPONSE:   

WSCK cannot confirm the generalized statement contained in this request.  The Commission 

considers whether a post-test year adjustment is known and measurable on a case-by-case 

basis.   

WITNESS:   

Legal. 
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18. Refer to Water Service Kentucky’s response to the Attorney General’s First Request, 

Item 15(a)(ii). This answer is nonresponsive. As originally requested, provide a detailed 

list of all post-test year adjustments that Water Service Kentucky is proposing in the 

pending rate case, and include a brief description and amount of each adjustment.  

RESPONSE:   

Please refer to the attachment provide in response to the Attorney General’s Second Request, 

Item 9. 

WITNESS: 

Perry Brown 

  



CASE NO. 2020-00160 

WATER SERVICE CORPORATION OF KENTUCKY 

RESPONSES TO ATTORNEY GENERAL’S SECOND REQUEST FOR INFORMATION 

 
19. Refer to Water Service Kentucky’s response to the Attorney General’s First Request, 

Item 15(d). Explain in detail whether Water Service Kentucky is aware of any other 

sophisticated, investor-owned utility in the state of Kentucky that uses an operating ratio 

instead of a return on rate base.  

RESPONSE:   

WSCK is not in a position to characterize whether any other utility is “sophisticated” or not, 

and therefore, it cannot respond to the specific question.  Based on research of PSC 

decisions, it appears that Kentucky-American Water Company’s sewer rates and Center 

Ridge Water District, Inc.’s water rates are based on an operating ratio.  The Commission has 

also approved rates for natural gas utilities based on an operating ratio.  In Case No. 2008-

00563, WSCK proposed rates based on a rate base rate of return methodology.  In its final 

order in that case, the Commission encouraged WSCK to utilize an operating ratio in its next 

rate case. 

WITNESS: 

Steve Lubertozzi 
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20. Refer to Water Service Kentucky’s response to the Attorney General’s First Request, 

Item 17, concerning water loss percentages.   

a. Explain in detail how Water Service Kentucky was able to drastically reduce its 

water loss from 17.20% in 2010 to 9.79% in 2011. 

b. Explain in detail how Water Service Kentucky was able to keep its water loss in 

the 6% range during 2013 and 2014.  

c. Explain what caused Water Service Kentucky’s water loss to increase to 11.53% 

in 2015.  

d. Explain how Water Service Kentucky reduced its water loss to 7.43% in 2016 and 

3.37% in 2017.  

e. Explain why Water Service Kentucky’s water loss increased to 13.97% in 2018 

and 13.98% in 2019.  

f. Kentucky-American Water Company’s (Kentucky-American) 2019 annual report 

indicates water loss of 21.1047%, while Water Service Kentucky has asserted in 

its responses to the Attorney General’s First Request that its water loss for 2019 

was 13.98%. Explain why Water Service Kentucky needs a QIP due to the 

Company having a much lower percentage of water loss than Kentucky-

American. 

g. Provide Water Service Kentucky’s water loss percentage for each month of the 

year 2020 up to the present date.  

RESPONSE: 
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a. The main driver in water loss is through main breaks and leaks.  It would be 

impossible to be able to predict and understand why specific main breaks occur.  

Temperature fluctuations will sometimes cause cast iron mains to break, but to 

what degree is unknown, from year to year.   

b. The main driver in water loss is through main breaks and leaks.  It would be 

impossible to be able to predict and understand why specific main breaks occur.  

Temperature fluctuations will sometimes cause cast iron mains to break, but to 

what degree is unknown, from year to year.   

c. The main driver in water loss is through main breaks and leaks.  It would be 

impossible to be able to predict and understand why specific main breaks occur.  

Temperature fluctuations will sometimes cause cast iron mains to break, but to 

what degree is unknown, from year to year.   

d. The main driver in water loss is through main breaks and leaks.  It would be 

impossible to be able to predict and understand why specific main breaks occur.  

Temperature fluctuations will sometimes cause cast iron mains to break, but to 

what degree is unknown, from year to year.   

e. The main driver in water loss is through main breaks and leaks.  It would be 

impossible to be able to predict and understand why specific main breaks occur.  

Temperature fluctuations will sometimes cause cast iron mains to break, but to 

what degree is unknown, from year to year.   

f. A history of water loss is a poor predictor of future water losses.  Water Service 

Kentucky does experience main breaks that require attention due to aging 
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infrastructure, and we have worked to reduce these instances through main 

replacements.  The QIP will help to continue this work and ensure that we are 

able to stay below the 15% water loss limit, as detailed in 807 KAR 5:066.  As 

can be seen in response to sub-part h, there are fluctuations in our water loss 

percentages each month as breaks are experienced and repaired.  A QIP will help 

reduce these variances. 

In addition, when the Commission approved Kentucky-American's QIP, evidence 

in that case indicated that Kentucky-American's non-revenue water percentage 

increased from 13.01% in 2012 to 21.15% in 2018.  (See Case No. 2018-00358, 

KAWC Response to Attorney General’s Seconrd Request for Information at Item 

39.)  It would be illogical to approve a QIP only for water utilities that exceed the 

15% threshold.  If that were the policy, the Commission would be providing 

incentive for utilities to allow their systems to deteriorate. 

g.  January 21.6% February 7.6% March 34.4% April 12.9% May 14.1% June 

15.3% July 13% August 12.7%  

 

WITNESS: 
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21. Refer to the Application in general. Explain why Water Service Kentucky does not have 

a 2019 annual report on the Commission’s website. 

RESPONSE: 

The Company has submitted the 2019 Annual report through the Commission’s online portal. 

WITNESS:  

Perry Brown, Senior Financial Analyst 
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22. Refer to Water Service Kentucky’s response to the Attorney General’s First Request, 

Item 18.  

a. Explain what company, if any, acted as Water Service Kentucky’s payment 

vendor prior to 2014.  

b. Explain whether First Billing Service is in any way affiliated with Water Service 

Kentucky or its affiliates.  

c. Explain in detail whether Water Service Kentucky continues to evaluate other 

companies to ensure that First Billing Service provides the least cost payment 

vendor service. If not, explain why not. 

RESPONSE: 

a. Prior to 2014, the Company had an agreement with CheckFree to provide 

credit/debit and electronic check services to our customers.  The Company 

terminated the agreement with CheckFree in 2014 when it entered into the First 

Billing Services agreement.  First Billing Services offered the least cost payment 

per transaction to our customers which benefits our customers who choose to pay 

using an electronic payment method. 

b. There is no affiliation between First Billing Services and Water Service Corp of 

KY or its affiliates. 

c. The Company is currently under agreement with First Billing Services but 

continues to look at other payment providers.  The Company will actively 

evaluate and engage with other payment providers in advance of the 
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termination/renewal of our existing agreement to ensure the least cost payment 

services to our customers. 

WITNESS: 

Robert Guttormsen 
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23. Refer to Water Service Kentucky’s responses to the Attorney General’s First Request, 

Items 19(a), (b), and (c). 

a. As originally requested, provide the full cost of Adaptive Insights. 

b. Confirm that the Adaptive Insights costs are included in the requested revenue 

increase in the pending case.  

c. Water Service Kentucky stated in the above-referenced responses that the 

approximate cost of Adaptive Insights allocated to Water Service Kentucky in the 

Corix CAM costs is $613. Provide clarification as to whether the allocated 

amount  

of $613 is the total allocation amount assessed only one time, or if it is a monthly 

or annual allocation. 

d. Provide any and all direct benefit that Adaptive Insights provides to Water 

Service Kentucky customers.  

e. Provide the date that Adaptive Insights began being utilized by Water Service 

Kentucky, or provide the future date that Adaptive Insights will be utilized by 

Water Service Kentucky. 

RESPONSE: 

a. As of the end of the test year ended March 31, 2020 Corix had prepaid $383,094. 

Please note that this is only the implementation costs we amortize over 6 

years.  Yearly adaptive license costs are already part of O&M expense and 

allocated through CAM, those costs are approximately $183,000 in Canadian. 

WSCK has updated its estimate of the “full costs” of Adaptive in the attached file 
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entitled “Response to AG DR 2.23 - Adaptive Full Costs” to $294,668 before 

allocations, and $3,591 after the two tier CAM allocation process; 

b. Adaptive costs are included in WSCK’s revenue requirement; 

c. $3,591 is the approximate annual level of allocated expense that the Company is 

requesting recovery of from Kentucky rate payers; 

d. Please refer to the direct testimony of Robert Guttormsen at pp. 11 and 12; 

e. Adaptive has been in use by the Company since early 2018, costs related to 

Adaptive implementation did not begin to be allocated through CAM costs until 

December of 2018. 

WITNESS: 

Robert Guttormsen 
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24. Refer to Water Service Kentucky’s responses to the Attorney General’s First Request, 

Items 19(d), (e), and (f).  

a. Provide a detailed description of Meter to Cash. 

b. Provide any and all direct benefits that Meter to Cash provides to Water Service 

Kentucky customers.  

c. Provide the date that Meter to Cash began being utilized by Water Service 

Kentucky, or provide the future date that Meter to Cash will be utilized by Water 

Service Kentucky. 

RESPONSE: 

a. Perfacto Meter to Cash Analytics is a business intelligence solution for use by the 

utility billing and customer care operations staff (supervisors and managers).  The 

solution provides operational reports used to reveal exceptions and omissions in 

billing, field work, collections, adjustments, payments, keystrokes and transaction 

processing times by CSRs and more.  Perfacto Meter to Cash Analytics solution 

also provides a view of process efficiency.; 

b. Perfacto Meter to Cash Analytics provides managers and supervisors with 

important metrics of business operations which in turn drive key business 

decisions.  This information ensures timely billing, timely resolution to customer 

inquiries, measures CSR processing time for day in the life transactions such as 

starting and stopping service, account documentation, etc.  These metrics allow 

managers and supervisors to identify training needs and opportunities to improve 

business processes.  In turn, Water Service Corp of KY customers receive the 
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benefits of (1) CSRs receiving targeted training to enhance and improve the 

customer experience with our organization and (2) our utility billing staff having 

tools to identify billing exceptions that may have otherwise resulted in untimely 

billing.; 

c. Perfacto Meter to Cash Analytics went live on August 17, 2018. 

WITNESS: 

Robert Guttormsen 
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25. Refer to Water Service Kentucky’s responses to the Attorney General’s First Request, 

Items 19(g), (h), and (i), which state that the cost for FUSION included in the current 

filing is $14,290,000.   

a. Provide clarification as to whether the $14,290,000 represents the total cost of 

FUSION, or the amount allocated to Water Service Kentucky. 

b. Provide the exact amount of the FUSION costs that are allocated to Water Service 

Kentucky. 

c. Provide any and all direct benefits that FUSION provides to Water Service 

Kentucky customers.  

d. Provide the date that FUSION began being utilized by Water Service Kentucky, 

or provide the future date that FUSION will be utilized by Water Service 

Kentucky. 

RESPONSE: 

a. The $14,290,000 represent to total cost of the FUSION project,  

b. Water Service Corporation of Kentucky will be allocated $333,496 of the 

FUSION project. 

c. FUSION is WSCK’s internally branded implementation of Oracle Cloud.  It is a 

multi-functional platform which integrates payroll, time entry, recruiting, 

onboarding, performance management, benefits administration, human capital 

management, health and safety incident tracking, accounting, procurement, 

expense management, payment processing, vendor management and project 

management systems into a single, integrated platform.  This modern system uses 
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the latest cloud and security technology to offer users instant access to this 

functionality from an office computer or a tablet in the field.  The modern 

capabilities of this platform will replace Massanutten’s aging ERP system, Oracle 

- JD Edwards, and provides a platform to mature the business by replacing 

manual processes with best-in-class, automated workflows and offer managers 

instant reporting and real-time vision into the status of both workforce and 

financial information.  Fusion is a foundational platform that will offer future 

integration opportunities into our OMS Asset Management platform that will 

deliver additional operational efficiencies for employees completing work orders 

and service requests to customers. The Company is utilizing the FUSION 

platform.  The platform went online June 1
st
. 2020.  

 

WITNESS:  

Perry Brown, Senior Financial Analyst 
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26. Refer to Water Service Kentucky’s responses to the Attorney General’s First Request, 

Items 20(a) – (f).  

a. As originally requested, provide a detailed breakdown of the $191,415 salary and 

wage expense adjustment.  

b. As originally requested identify all bonuses that Water Service Kentucky 

provided to its employees for the calendar years 2015, 2016, 2017, 2018, 2019, 

and 2020.   

c. Explain Water Service Kentucky’s policy with regard to providing bonuses to 

employees, and whether it is provided to only a certain number of employees or 

all employees.  

d. Confirm that only one bonus was provided to a Water Service Kentucky 

employee in 2020 thus far, specify the date that the bonus was given, and explain 

in detail why the bonus was given.  

e. Explain in detail why Water Service Kentucky gave a maximum raise of 38.71% 

in 2017. 

f. Explain in detail why Water Service Kentucky gave a maximum raise of 17.50% 

in 2018. 

g. Explain in detail why Water Service Kentucky gave a maximum raise of 8% in 

2019.  

h. Explain whether Water Service Kentucky took into consideration the devastating 

economic impact related to COVID-19 when providing a minimum 3% raise and 

maximum 4% raise in 2020.  
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RESPONSE: 

a. In its response to the Attorney General’s First Request, Items 20(a), WSCK 

referred the AG to its response to Staff DR 1.3 entitled “CONFIDENTIAL 

Response to Staff DR 1.3 – Salaries” which is a detailed salary build file that 

works up to the $191,415 on the tab “Summary of Salary Adjustments”. Formulas 

can be traced back to detailed calculations that develop the Company’s proposed 

Payroll & Benefits Adjustments. 

b. There was only one bonus of $2,000 awarded in 2020 to a Water Service 

Kentucky employee. 

c. Not all employees receive bonuses and bonuses are paid to employees based on 

performance.  

d. Confirmed. The bonus was paid to the employee in April of 2020 due to 

exemplary performance throughout 2019. 

e. WSCK’s current Area Manager was promoted in 2017. 

f. One of WSCK’s Operators received his Class 4 Distribution License in 2018. 

This employee was also below the range for his position. 

g. Employee had performed well and was previously being compensated under the 

company’s market range for their position. 

h. No, the impact of Covid was not known at the time 2019 performance reviews 

took place. 

WITNESS: 

Rob Guttormsen 
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27. Refer to Water Service Kentucky’s responses to the Attorney General’s First Request, 

Items 20(g) and (h).  

a. Confirm that Water Service Kentucky and its affiliates paid approximately 

$52,465 in incentive compensation during the test year period. If not, provide the 

amount of incentive compensation paid during the test year period.  

b. Provide the monetary amount of the $52,465 incentive compensation that was 

related to financial objectives, and therefore, should be removed from the 

requested rate increase.  

c. Explain in detail how the remaining incentive compensation directly benefits 

Water Service Kentucky customers.  

RESPONSE: 

a. Confirmed. 

b. 100% of the LTIIP is estimated to be financial driven, and approximately 50% of 

overall EIP is financially driven. 

c. Incentivizing high performers and creating an environment where higher level 

employees are engaged lends itself to lower turnover in management and thus 

more stability in leadership for those operating the place. 

WITNESS: 

Rob Guttormsen 
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28. Refer to the Direct Testimony of Robert Guttormsen (“Guttormsen Testimony”), page 16, 

in which Mr. Guttormsen states that the salaries and wage expense has been adjusted with 

an increase of $191,415 for projected salaries, taxes, and benefits for employees.  

a. Provide the salary of each of the WSC employees, as well as the salary increases 

provided from 2015 – present day.  

b. Provide the average annual raise that WSC provided to its employees for the 

calendar years 2015, 2016, 2017, 2018, 2019, and 2020. Identify the location of 

each employee that received an annual raise in the calendar years listed.  

c. Provide the minimum and maximum raise that WSC provided to its employees for 

the calendar years 2015, 2016, 2017, 2018, 2019, and 2020. Identify the location 

of each employee that received a minimum raise and maximum raise in the 

calendar years listed.  

d. Explain whether the annual raise given to WSC employees was directly connected 

to a performance review.  

e. Identify all bonuses that WSC provided to its employees for the calendar years 

2015, 2016, 2017, 2018, 2019, and 2020. Identify the location of each employee 

that received a bonus in the calendar years listed.  

f. Explain WSC’s policy with regard to providing bonuses to employees, and 

whether it is provided to only a certain amount of employees or all employees.  

g. Provide a detailed explanation of the insurance benefits provided to WSC 

employees including but not limited to health, dental, vision, life insurance, etc. 

Ensure to include all premiums paid by the WSC employees, premiums paid by 
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WSC on the employees’ behalf, as well as all copays, deductibles, and maximum 

out of pocket amounts.  

RESPONSE: 

a. Please see the attached file entitled “CONFIDENTIAL Response to AG DR 2.04 

d. - WSC, Reg, President Cost Center Salary Increase 2015-2020”; 

b. Please see the attached file entitled “CONFIDENTIAL Response to AG DR 2.04 

d. - WSC, Reg, President Cost Center Salary Increase 2015-2020”; 

c. Please see the attached file entitled “CONFIDENTIAL Response to AG DR 2.04 

d. - WSC, Reg, President Cost Center Salary Increase 2015-2020”; 

d. Yes, raises are connected to performance reivews; 

e. Please see the attached file entitled “CONFIDENTIAL Response to AG DR 2.04 

d. - WSC, Reg, President Cost Center Salary Increase 2015-2020”; 

f. Not all employees receive bonuses and bonuses are paid to employees based on 

performance. 

g. Please see the benefits guide previously provided 

 

WITNESS: 

Robert Guttormsen 
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29. Refer to Water Service Kentucky’s response to the Attorney General’s First Request, 

Item 21.  

a. Explain in detail how Water Service Kentucky has placed increased focus on 

growing the business. 

b. Identify the asset management initiatives referred to in the above-referenced 

response.  

c. Explain why the four new positions that have been added to Water Service 

Kentucky’s revenue requirement are necessary to achieve the above-referenced 

goals.  

RESPONSE: 

a. WSCK, through its Business Development Manager, is actively seeking growth 

opportunities, by responding to RFPs and RFI, and taking to local owners and operators to 

see if they would be interested in divesting their assets. 

b.  Asset management software is used to inventory all assets, track their condition, 

and perform preventative maintenance, on a routine basis.  By utilizing this program, WSC 

can better budget for asset replacement, based on condition assessments, as well as do timely 

preventative maintenance, to maximize their useful life. 

d. See Guttormsen Direct Testimony pages 18 to 21. 

WITNESS: 

Rob Guttormsen 
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30. Refer to Water Service Kentucky’s response to the Attorney General’s First Request, 

Item 22.  

a. Explain who Water Service Kentucky intends to report the Vice President of 

Regulatory Affairs and Business Development position to in 3Q20, and the 

implications of reporting the same.  

b. Explain in detail why the search for the position needs to restart if an offer was 

already previously made to an applicant? 

c. What is the earliest date that the position of Vice President of Regulatory Affairs 

and Business Development would reasonably be filled? 

d. Explain in detail why Water Service Kentucky should be allowed to recover 

salary and benefit expense for the Vice President of Regulatory Affairs and 

Business Development in the base rates, when it is currently a new and vacant 

position.  

e. Provide the exact amount of all costs associated with the Vice President of 

Regulatory Affairs and Business Development position that Water Service 

Kentucky included in the rate case, which should be removed due to it being 

vacant. 

RESPONSE: 

a. Michael Miller-Business Development Manager; 

b. The offer was made, and the candidate made a counteroffer which was being 

contemplated. However, due to COVID-19 the position was put on hold. At this 

time WSCK is unaware if the candidate is available or willing to take the position. 
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c. January 1, 2021; 

d. Because WSCK will incur the expense for this position within the year rates are 

placed into effect; 

e. The Company does not agree that costs associated with the Vice President of 

Regulatory Affairs and Business Development position should be removed. 

WITNESS: 

Steve Lubertozzi 

 

  



CASE NO. 2020-00160 

WATER SERVICE CORPORATION OF KENTUCKY 

RESPONSES TO ATTORNEY GENERAL’S SECOND REQUEST FOR INFORMATION 

 
31. Refer to Water Service Kentucky’s response to the Attorney General’s First Request, 

Items 23(a) and (b). 

a. Explain in detail why Water Service Kentucky should be allowed to recover 

salary and benefit expense for the new and vacant Midwest Project Manager 

position when the Company admits that the search has been placed on hold due to 

COVID-19. 

b. Provide the exact amount of all costs associated with the Midwest Project 

Manager position that Water Service Kentucky included in the rate case, which 

should be removed due to it being vacant. 

c. As originally requested, provide a detailed breakdown of the $10,000 incremental 

adjustment that Water Service Kentucky made to cover costs associated with 

preventative maintenance on assets.  

RESPONSE: 

a. Because WSCK will incur the expense for this position within the year rates are 

placed into effect and in September WSCK’s Vice President interviewed a 

candidate for this position. 

b. The Company does not agree that costs associated with the Midwest Project 

Manager position should be removed. 

c. Most of the preventative maintenance is driven by the sludge pond cleaning listed 

for $19,500.  This amount was offset by additional generator repairs as a result of 

the annual inspections. 

WITNESS:  
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Steve Lubertozzi (31a and 31b) 

Perry Brown (31c) 
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32. Refer to Water Service Kentucky’s responses to the Attorney General First Request, 

Items 24(a) and (b).  

a. For the pending case, provide a categorical breakdown of the actual amount of 

rate case costs that have been expended thus far. 

b. If a virtual hearing is conducted, instead of a live hearing, due to COVID-19, 

explain whether any additional rate case costs will be removed besides the $7,400 

cost assigned to travel.  

RESPONSE: 

a. The Company has expensed $39,470 in rate case costs thus far.  The costs 

breakdown to $2,914 in Administrative Costs and $36,556 in Attorney Fees. 

Please see the attached file, “Response to AG DR 2.32 - Rate Case Expense”. 

b. There will not be any other reductions to rate case expense if the hearing is 

conducted virtually. 

WITNESS:  

Perry Brown, Senior Financial Analyst 
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33. Refer to Water Service Kentucky’s response to the Attorney General’s First Request, 

Item 25. As originally requested, provide a breakdown of the costs contained in the 

$24,359 that were removed, and provide a detailed explanation as to why each cost was 

removed.  

RESPONSE: 

Please refer to the attached file entitled “Response to AG DR 2.33 - WSCK Pro Forma CAM 

Cost Adjustment TTM - 2020.03.31 (Excluded Costs_HL)”. 

WITNESS: 

Rob Guttormsen 
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34. Refer to Water Service Kentucky’s response to the Attorney General’s First Request, 

Item 26. 

a. As originally requested, provide the approved rate of return that the Commission 

recently approved for Kentucky-American’s QIP rider. 

b. Water Service Kentucky asserts that it is not proposing a 12% return on capital 

through its QIP rider, rather it is proposing an operating ratio calculated on 

incremental income statement costs driven by unrecovered plant investment. If 

Water Service Kentucky is not requesting a 12% return on capital through its QIP 

rider, then provide the equivalent rate of return that Water Service Kentucky is 

requesting through its QIP rider.  

RESPONSE: 

a. WSCK does not know the approved rate of return that the Commission recently 

approved for Kentucky-American’s QIP rider.  The Attorney General may be able 

to discover this information from Kentucky-American's tariff or the information 

contained in PSC Case No. 2020-00027. 

b. An exact equivalent rate of return cannot be calculated at this time because any 

future QIP surcharge would be based on an operating ratio and the depreciation 

rate of the specific project is unknown. Calculation of the surcharge would be 

based on what the Commission would approve in a future proceeding. However, a 

Return on Equity using the Operating Margin for a specific project is likely to be 

less than 1% Return on Equity.  

WITNESS: 
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Steve M. Lubertozzi 

35. Refer to Water Service Kentucky’s response to the Attorney General’s First Request, 

Item 27. Also, refer to the Guttormsen Testimony, page 32, in which Mr. Guttormsen 

asserts that the QIP rider would extend the period between Water Service Kentucky’s rate 

cases. As originally requested, if the Commission approves the proposed QIP rider, 

provide the extended period that Water Service Kentucky envisions would be between 

rate cases.  

RESPONSE:   

Company witness Guttormsen qualified his statement that a QIP rider extends the period 

between rate cases by noting that such a principle applies when “all else [is] equal.”  

Infrastructure replacement is one of many factors that a utility considers in determining 

whether an adjustment in rates is necessary.  WSCK cannot predict at this time when WSCK 

will request a rate adjustment in the future. 

WITNESS: 

Robert Guttormsen 
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36. Refer to Water Service Kentucky’s responses to the Attorney General’s First Request, 

Items 28(a), (b), and (c).  

a. Identify any and all utilities in the state of Kentucky that have a Commission 

approved low-income volumetric rate. 

b. Identify any and all utilities in other states that Water Service Kentucky is aware 

of that have a low-income volumetric rate. 

c. If the low-income customers receive a discounted volumetric rate, then do the rest 

of the Water Service Kentucky customers have to make up the difference, or will 

the shareholders be contributing to the loss of revenue? Explain the response in 

full detail.  

RESPONSE: 

a. The Company is not aware of any such rate approved by the Commission. 

b. The list of utilities that use low-income rates is too large to accurately document 

for this interrogatory. Some utilities that have low-income rates include: 

i. DC Water (https://www.dcwater.com/lifeline-rate) 

ii. Sacramento County Water Agency 

(https://waterresources.saccounty.net/scwa/Pages/LifelineProgram.aspx) 

iii. City of Olympia (http://m.olympiawa.gov/city-utilities/utility-

billing/lifeline-rate-program.aspx) 

iv. Los Angeles Department of Water and Power 

(https://www.ladwp.com/ladwp/faces/ladwp/residential/r-

financialassistance/r-fa-

https://www.dcwater.com/lifeline-rate
https://waterresources.saccounty.net/scwa/Pages/LifelineProgram.aspx
http://m.olympiawa.gov/city-utilities/utility-billing/lifeline-rate-program.aspx
http://m.olympiawa.gov/city-utilities/utility-billing/lifeline-rate-program.aspx
https://www.ladwp.com/ladwp/faces/ladwp/residential/r-financialassistance/r-fa-discountrates;jsessionid=Q2LNfpZR9VsNb2RCRHtQ7GgXP6hpYF9BF2WxQfBtMpQGMTGkffWc!-31004561?_afrLoop=17916450388398&_afrWindowMode=0&_afrWindowId=null#%40%3F_afrWindowId%3Dnull%26_afrLoop%3D17916450388398%26_afrWindowMode%3D0%26_adf.ctrl-state%3D63kdte33p_4
https://www.ladwp.com/ladwp/faces/ladwp/residential/r-financialassistance/r-fa-discountrates;jsessionid=Q2LNfpZR9VsNb2RCRHtQ7GgXP6hpYF9BF2WxQfBtMpQGMTGkffWc!-31004561?_afrLoop=17916450388398&_afrWindowMode=0&_afrWindowId=null#%40%3F_afrWindowId%3Dnull%26_afrLoop%3D17916450388398%26_afrWindowMode%3D0%26_adf.ctrl-state%3D63kdte33p_4
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discountrates;jsessionid=Q2LNfpZR9VsNb2RCRHtQ7GgXP6hpYF9BF2

WxQfBtMpQGMTGkffWc!-

31004561?_afrLoop=17916450388398&_afrWindowMode=0&_afrWind

owId=null#%40%3F_afrWindowId%3Dnull%26_afrLoop%3D17916450

388398%26_afrWindowMode%3D0%26_adf.ctrl-state%3D63kdte33p_4) 

v. Azusa, CA (https://www.ci.azusa.ca.us/376/Lifeline-Rate) 

vi. Austin Water (http://www.austintexas.gov/news/reduced-water-and-

wastewater-rates-low-income-residential-cap-customers-take-effect-

november-1) 

WITNESS: 

Andy Dickson 

  

https://www.ladwp.com/ladwp/faces/ladwp/residential/r-financialassistance/r-fa-discountrates;jsessionid=Q2LNfpZR9VsNb2RCRHtQ7GgXP6hpYF9BF2WxQfBtMpQGMTGkffWc!-31004561?_afrLoop=17916450388398&_afrWindowMode=0&_afrWindowId=null#%40%3F_afrWindowId%3Dnull%26_afrLoop%3D17916450388398%26_afrWindowMode%3D0%26_adf.ctrl-state%3D63kdte33p_4
https://www.ladwp.com/ladwp/faces/ladwp/residential/r-financialassistance/r-fa-discountrates;jsessionid=Q2LNfpZR9VsNb2RCRHtQ7GgXP6hpYF9BF2WxQfBtMpQGMTGkffWc!-31004561?_afrLoop=17916450388398&_afrWindowMode=0&_afrWindowId=null#%40%3F_afrWindowId%3Dnull%26_afrLoop%3D17916450388398%26_afrWindowMode%3D0%26_adf.ctrl-state%3D63kdte33p_4
https://www.ladwp.com/ladwp/faces/ladwp/residential/r-financialassistance/r-fa-discountrates;jsessionid=Q2LNfpZR9VsNb2RCRHtQ7GgXP6hpYF9BF2WxQfBtMpQGMTGkffWc!-31004561?_afrLoop=17916450388398&_afrWindowMode=0&_afrWindowId=null#%40%3F_afrWindowId%3Dnull%26_afrLoop%3D17916450388398%26_afrWindowMode%3D0%26_adf.ctrl-state%3D63kdte33p_4
https://www.ladwp.com/ladwp/faces/ladwp/residential/r-financialassistance/r-fa-discountrates;jsessionid=Q2LNfpZR9VsNb2RCRHtQ7GgXP6hpYF9BF2WxQfBtMpQGMTGkffWc!-31004561?_afrLoop=17916450388398&_afrWindowMode=0&_afrWindowId=null#%40%3F_afrWindowId%3Dnull%26_afrLoop%3D17916450388398%26_afrWindowMode%3D0%26_adf.ctrl-state%3D63kdte33p_4
https://www.ladwp.com/ladwp/faces/ladwp/residential/r-financialassistance/r-fa-discountrates;jsessionid=Q2LNfpZR9VsNb2RCRHtQ7GgXP6hpYF9BF2WxQfBtMpQGMTGkffWc!-31004561?_afrLoop=17916450388398&_afrWindowMode=0&_afrWindowId=null#%40%3F_afrWindowId%3Dnull%26_afrLoop%3D17916450388398%26_afrWindowMode%3D0%26_adf.ctrl-state%3D63kdte33p_4
https://www.ci.azusa.ca.us/376/Lifeline-Rate
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37. Refer to Water Service Kentucky’s response to the Attorney General’s First Request, 

Item 29(a), and as originally requested, provide the resolution regarding each complaint 

that has been filed with Water Service Kentucky in the past 18 months.  

RESPONSE: 

Please note that 29(a) listed 23 complaints but two of them were listed twice (below) so there 

were actually 21 water quality complaints.  In turn, the response to DR 37 includes the field 

activities and resolutions for the 21 complaints. 

 

 

 

WITNESS:  Perry Brown 
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38. Refer to Water Service Kentucky’s responses to the Attorney General’s First Request, 

Items 30 and 31.  

a. Provide the total dollar amount, designated by city, of each accepted bid to 

perform both the Middlesboro Tank Reconditioning Project as well as the Clinton 

Tank Reconditioning Project.  

b. Due to the accepted bids being drastically lower than the estimated monetary 

amount included in the rate case, provide the total monetary amount that Water 

Service Kentucky will withdraw from its requested rate increase.  

c. If the proposed Middlesboro tank maintenance has not been performed since 2004 

and 2005, then why is Water Service Kentucky requesting a 10-year amortization 

of the costs, instead of a 15-year amortization? Explain the response in full detail. 

RESPONSE: 

a. Please see the Supplemental Direct Testimony of Stephen Vaughn. 

b. Please see the Supplemental Direct Testimony of Stephen Vaughn. 

c. The Company uses a 10 year service life as our best estimation of service life, not 

as a rule by which maintenance must be performed.  The condition of the tanks at 

present has enabled some delay in tank maintenance, but this is performance 

above and beyond expectation.  The company may have to perform tank 

maintenance seven years or shorter after the next planned instance, or it could be 

fifteen – our best estimation of average service life for the work is ten years, 

which will on average ensure an appropriate amortization period.” 
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In addition, the Commission has often approved a 10-year amortization period for 

tank reconditioning.  See, e.g., South Shore Water Works Co., Case No. 2003-

00044 at 7 (Staff Report filed June 20, 2003) adopted by the Commission Case 

No. 2003-00044 at 2 (Ky. PSC July 7, 2003)(approving a 10-year amortization 

period for tank painting); Sedalia Water Dist., Case No. 91-462 at 5 (Staff Report 

filed March 31, 1992) adopted by the Commission Case No. 91-462 at 2 (Ky. 

PSC May 5, 1992) (“According to the Commission's Engineering Division, this 

expense should be amortized over a period of 10 years.”); see also City of 

Falmouth, Case No. 2006-00403 (Staff Report filed May 11, 2007)(“ The 10-year 

period is the anticipated life of the painting and is a standard rate-making 

methodology.”); South Hopkins Water Dist., Case No. 2013-00428 (Ky. PSC 

June 12, 2014)(approving a 10-year service life for tank painting); West Daviess 

Cnty. Water Dist., Case No. 1993-00103 at 6 (Staff Report filed June 12, 1993) 

adopted by the Commission in Case No. 1993-00103 at 2 (Ky. PSC Aug. 5, 

1993)(approving a 7-year amortization period for tank painting). 

 

WITNESS: 

Perry Brown, Stephen Vaughn 
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39. Refer to Water Service Kentucky’s response to the Attorney General’s First Request, 

Item 34.  

a. Confirm that based on the above-referenced response, Water Service Kentucky 

erroneously included higher preventative maintenance and repair costs for 

Middlesboro hydrants in the pending rate case. If not confirmed, explain in detail 

why. 

b. Provide the total monetary amount that Water Service Kentucky will reduce its 

total requested rate increase by due to the preventative maintenance and repair 

hydrant cost error. 

RESPONSE: 

a. Confirmed 

b. The removal of the 2019 Hydrant maintenance erroneously included results in an 

incremental revenue reduction of approximately $26,585. 

WITNESS:  

Perry Brown, Senior Financial Analyst 

  



CASE NO. 2020-00160 

WATER SERVICE CORPORATION OF KENTUCKY 

RESPONSES TO ATTORNEY GENERAL’S SECOND REQUEST FOR INFORMATION 

 
40. Refer to Water Service Kentucky’s response to the Attorney General’s First Request, 

Item 40.  

a. Confirm that Water Service Kentucky has included vehicles in the depreciation 

expense that have already been fully depreciated. If not confirmed, explain why 

not. 

b. Explain in detail why Water Service Kentucky believes that fully depreciated 

vehicles should be included in current customer rates, and provide any and all 

accounting and legal basis as well as Commission precedent for doing so.  

c. Provide the total monetary amount that should be removed from the requested rate 

increase associated with the fully depreciated vehicles.  

d. Confirm that Water Service Kentucky has included vehicles in the depreciation 

expense that will be fully depreciated by the time the new rates go into effect. 

RESPONSE: 

a. Confirmed. 

b. The Company should have only included vehicle depreciation for assets that have 

not been fully depreciated. Please refer to the attached file labeled, “Response to 

AG DR 2.40 - Vehicles Schedule”.  The updated revenue require should reflect an 

annual vehicle depreciation expense of $13,452. 

c. The removal of the depreciation expense would result in an incremental revenue 

reduction of $101,230. 
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d. The corrected depreciation expense stated in response to AG request 40 subpart 

(c) only reflects depreciation for vehicles that will amortizing at the beginning of 

the suspension period.   

 

WITNESS:  

Perry Brown, Senior Financial Analyst 
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41. Refer to Water Service Kentucky’s response to the Attorney General’s First Request, 

Item 42. Confirm that Water Service Kentucky is not planning to refund the additional 

$2,111 to the customers that stem from the Tax Cut and Jobs Act Surcredit.  

RESPONSE: 

Water Service Kentucky is not planning a refund 

WITNESS: 

Steve Lubertozzi 
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42. Refer to the Direct Testimony of Stephen R. Vaughn, pages 8 -9.  

a. Provide the total costs that Water Service Kentucky has requested in the pending 

rate case for the Hydrant Assessment and Maintenance Program.  

b. Explain in detail why Water Service Kentucky needs to hire a third-party hydrant 

service, instead of using its own employees. 

c. Provide any and all complaints, verbal or written, that Water Service Kentucky 

has received in regards to its hydrants.  

RESPONSE: 

a.  The Company erroneously included $37,750 in its original request which 

includes 2 years of hydrant maintenance for its Middlesboro operations.  The 

Company should have only included $16,247 for hydrant maintenance for both 

Clinton and Middlesboro service territories.  

b. Due to normal, everyday operational activities, as well as, maintenance activities, 

it would be difficult for WSK staff to have time to perform this work.  In addition, 

the third-party company, Roger’s Hydrant Service, has many years' experience, 

inspecting, performing maintenance, and making repairs to hydrants, that would 

well exceed the knowledge levels, that could be expected from a staff member.   

c. On January 21, 2020, Steve Lubertozzi, Justin Kersey, Stephen Vaughn, and a 

local staff member, were requested to attend a special call city council meeting, in 

Clinton.  During this meeting, the fire hydrants came into question.  The city 

requested more clear communication concerning the hydrants, and requested that 
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more hydrants be installed, and the water mains to be replaced with larger ones, 

that would be capable of fire flows.   

WITNESS: 

Perry Brown 


